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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Rothstein, Kass & Company, P.C.
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4 Becker Farm Road Roseland NJ 07068
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e}(2).
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; OATH OR AFFIRMATION

I, Juliette Saisselin , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Gordian Knot Inc. ,as of
November ,2005 , are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

President

Title
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Notary Public
REN
Notary Pﬁ gh’c. 1329&:6 %?%gw York
Qualified In Ney o %

This report** contains (check all applicable boxes): ek Ex\;i:;%rkalcég%yr

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

{d) Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

{(t) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

(3) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-

solidation.
(1) An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
(o) Independent auditor's report on internal accounting control.

OO0 O OO B BRI

(p) Schedule of segregation requirements and funds in segregation--customers' regulated commodity futures account
pursuant to Rule 171-5.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3).
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Rothstein Kass
INDEPENDENT AUDITORS' REPORT

To Boanrd of Directors and Shareholder of
Gonrdian Knot inc.

We have audited the accompanying statement of financial condition of Gordian Knot Inc. (the “Company”) as of
September 30, 2005. This statement of financial condition is the responsibility of the Company's management. Our
responsibility is to express an opinion on this statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
statement of financial condition are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the

overall statement of financial condition presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the statement of financial condition referred to above preseni fairly, 'in all material respects, the

financial position of Gordian Knot inc. as of September 30, 2005, in conformity with accounting principles generally
accepted in the United States of America.

Qm_/,{w oy, P.C.

Roseland, New Jersey
October 21, 2005

Affiliated Ofiices Worldwide £} 1]



September 30, 2005

ASSETS

Cash

Due from parent

Property and equipment, net
Leasehold deposit

Deferred income taxes

Other assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities
Accounts payable and accrued expenses
Deferred rent
Income taxes payable

Total liabilities
Commitments and contingencies

Stockholder's equity
Common stock, $.01 par value,
authorized, issued, and outstanding 10,000 shares
Additional paid-in capital
Retained earnings

Total stockholder's equity

See accompanying notes to financial statements.

$ 379,635
527,091
11,782
385,637
11,872

43,425

$ 1,350,442

$ 225,572
23,079
681

249,332

100
944,032
165,978

1,110,110

$ 1,359,442



1. Nature of business

Gordian Knot Inc. (the “Company”) is a broker dealer registered with the Securities and Exchange Commission (SEC)
and a member of the National Association of Securities Dealers (NASD), which was incorporated in the State of New
York. The Company is a wholly owned subsidiary of Gordian Knot, Lid. (the “Parent”), a private limited company
incorporated under the laws of England and Wales. The Company was established to engage in brokerage activity in
connection with the sale of securities to customers for which the Parent provides investment management services.

2. Summary of significant accounting policies
Property and Equipment

Property and equipment is stated at cost less accumulated depreciation and amontization. The Company provides for
depreciation and amortization on the straight-line method as follows:

Asset Useful Life
Fumiture and fixtures 5 years
Office equipment 3 years
Leasehold improvements Term of lease

Income Taxes

The Company complies with Statement of Financial Accounting Standards No. 109, "Accounting for Income Taxes"
which requires an asset and liability approach to financial accounting and reporting for income taxes. Deferred
income tax asset and liabilities are computed for differences between the financial statement and tax bases of assets
and liabilities that will resuit in taxable or deductible amounts in the future based on the enacted tax laws and rates
applicable to the periods in which the differences are expected to affect taxable income. Valuation allowances are
established, when necessary, to reduce the deferred income tax assets to the amount expected to be realized.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reported period. Actual results could differ from those
estimates. '

3. Related party transaction

Under a servicing agreement, the Parent pays a fee to the Company for services to certain customers of the Parent
equal to 105% of the expenses attributable to such activities, excluding income taxes. Such amounts are included as
servicing fee income in the Statement of Operations. Due from parent on the Statement of Financial Condition
includes amounts due to the Company pursuant to the servicing agreement.
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4. Property and equipment

Details of property and equipment at September 30, 2005 are as follows:

Furniture and fixtures $ 86,308
Office equipment 71,247
Leasehold improvements 11,125
168,680

Less accumulated depreciation
and amortization 156,898
$ 11,782

. ]

5. Leasehold deposit

The Company entered into a property rental lease on January 29, 2001 (“rental commencement date”) for a term of
eighty-six months which ends March 31, 2008. In connection with this lease, the Company placed a cash deposit
with the lessor in the amount of $504,390 which under the terms of the lease was reduced to $378,293 on April 1,
2005 and provided the Company is not in default under the lease agreement, the deposit will be reduced to
$252,194 on April 1, 2006. The lessor is entitled to an administration fee of 1% for the management of such
interesting bearing.account. The Company earned approximately $4,000 of interest on the rental deposit for the
year ended September 30, 2005.

6. Concentrations

The Company maintains all of its cash in a financial institution, which at times, may exceed federally insured limits.
The Company has not experienced any loss in this account and believes it is not subject to any significant credit risk.



7. Commitments

The Company leases its facility under a non-cancelable lease which expires March 31, 2008. The lease provides for
escalations based on certain increases in costs incurred by the lessor.

Aggregate future minimum annual rental payments in the years subsequent to September 30, 2005 are as follows:

Year ending September 30,

2006 $ 261,096
2007 261,096
Thereafter 130,548
$ 652,740

Rent expense for the year ended September 30, 2005 was approximately $ 283,000.

The Company received a two-month rent abatement at the rental commencement date. The abatement has been
reflected as a liability on the Statement of Financial Condition and is amortized over the life of the lease to recognize
such amounts ratably.

8. Retirement plan

The Company maintains a retirement pian (the “Plan”) for eligible participants to make voluntary contributions of a
portion of their annual compensation, subject to limitations provided by the Intemal Revenue Code. The Company
makes a 7% contribution to the Plan and may make a matching contribution at the discretion of the Board of
Directors. At September 30, 2005, the Company incurred expenses related to the Plan in the amount of $18,959.

9. Exemption from Rule 15¢3-3

The Company is exempt from the SEC Rule 15¢3-3 pursuant to the exemptive provision of sub-paragraph (K)(2)(i)
and, therefore, is not required to maintain a "Special Reserve Bank Account for the Exclusive Benefit of Customers”.

10. Net capital requirement

The Company, as a member of the NASD, is subject to the SEC Uniform Net Capital Rule 15c3-1. This rule
requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net
capital, both as defined, shall not exceed 15 to 1, and that equity capital may not be withdrawn if the resulting net
capital ratio would exceed 10 to 1. At September 30, 2005, the Company's net capital was approximately
$129,000, which was approximately $113,000 in excess of its minimum requirement of approximately $16,000.



STATEMENTS

11. Income taxes

The provision for income taxes for the year ended September 30, 2005 consists of the following:

Current
Federal $ 8,223
State and local ' 7,057

$ 15,280

The components of the Company's deferred tax asset at September 30, 2005 are as follows:

Deferred tax asset

Accumulated depreciation $ 4,393
Straight-line of rent 7,479
$ 11,872

The Company has not established a valuation allowance for deferred tax assets as it has a history of profitabie
operations and management believes that the tax asset will be fully realized through future operating profits.



